ARO4 


SOMERVILLE INDUSTRIES LIMITED 


973 ANNUAI NEOOND 


Digitized by the Internet Archive — 
in 2023 with funding from 
University of Alberta Library 


https://archive.org/details/Some0105_ 1973 


Directors 


J.G..Church 

G. E. Creber 

1. A. MacDonald 

A. B. Van der Ende 
W. Garfield Weston 
T. E. White 


Officers 


J. G. Church 

1. A. MacDonald 
A. B. Van der Ende 
J) G..Bacon 


SOMERVILLE INDUSTRIES LIMITED 


Chairman and President 

Executive Vice-President 

Secretary-Treasurer 

Group Vice-President, Special Products Divisions 


Management Committees 


Head Office: 

Js Ge Church 

1. A. MacDonald 
A. B. Van der Ende 
T. E. White 

J. C. Bacon 


Packaging: 

Il. A. MacDonald 
L. A. Biddie 

G. J. Deignan 


Special Products: 
J. G. Church 
JaG.b acon 

D. W. Clay 

B. A. Cooper 

B. L. Morin 

J. O. Watt 


Transfer Agent 


Chairman 

Executive Vice-President 

Secretary-Treasurer 

Manager, Industrial and Public Relations 

Group Vice-President, Special Products Divisions 


Chairman 
General Manager, Ontario Packaging Divisions 
General Manager, Consolith Division 


Chairman 

Group Vice-President 

General Manager, Automotive Products Division 
General Manager, Plastics Division 

General Manager, Games Division 

General Manager, Merchandising Services Division 


The Canada Trust Company 
Toronto, London, Montreal, Winnipeg and Vancouver 


SOMERVILLE INDUSTRIES LIMITED and its wholly owned subsidiaries 


TO THE SHAREHOLDERS: 


Consolidated net sales for the year 1973 were $51,257,000—an increase of $3,790,000 over 
the previous twelve months. 

Unfortunately, net income did not rise with the improved sales. Earnings of $1,735,000 showed 
a decline from 1972 levels, as a result of rapidly escalating costs which were not completely 
recovered during 1973. 

The cost of all types of raw materials—notably paperboard and plastic resins—increased with 
unpredictable frequency and at an unprecedented rate in the past year, and is continuing to do so. 

In addition, scarcities resulting from prolonged labour disturbances in the pulp and paper 
industry interrupted production. The location of substitute materials and the juggling of production 
schedules, undertaken to maintain service to our clients, was expensive. Finally, a strike in the 
Somerville automotive products operation in Scarborough, Ontario, and a subsequent narrowing 
of U.S. market demand further reduced profitability. 

Fixed asset purchases totalled $1,240,000 in 1973. The program to improve and expand 
productive capacity in all Divisions will continue through 1974 and 1975. 

Two major appointments were made at the corporate executive level in the mid-year and in 
early 1974. 1. A. MacDonald, formerly Vice-President in charge of the Packaging Divisions, was 
named Executive Vice-President on May 1, 1973. J. C. Bacon was appointed Group Vice-President 
in charge of the Automotive, Plastics, and Merchandising Services Divisions on February 1, 1974. 
Mr. Bacon was previously General Manager of the Automotive Products Division. Both of these 
experienced and capable executives will add depth and strength to the corporate management 
group. 

While most of the raw material cost and supply problems, which affected financial performance 
in 1973, are expected to continue for some time to come, prospects for the current year are 
excellent. Substantial increases in both sales and income are forecast, and these expanded 
objectives will be attained as the full benefit of various profit improvement programs, instituted 
earlier in 1973, are realized. As always, the continuing support of all employees will be a vital 
determining factor. 


Chairman and President 


CONSOLIDATED STATEMENT OF INCOME 
for the year ended December 31, 1973 


(in thousands of dollars) 


Deduct: 

DCOLE CIAL Olas pte treated fess tive os, ease re oa eos sc «a ana aRS hay aed 
Hiterese Olt OMORCCKIMIECODE stil 5 aitine sccin ain, ese sam caer kw asenalcee ane miny eartae see 
PIMOizalon On Gept. ttnariClInG GOStS. . = o5.i.sce1e @ ale aietets whelaln ne 6 were 
CC TAIVENES Cie meeme urna ntetaiye as (ence ames oer gat An! afocteu eset vounacay al a ah sear emaes 


SEER AA IN CHUINIEDIVE ES Ueaatein x oa ies evs gue undeie S uyabs wo Sats ore Se aisle ree 
Equity in net income of Mastico Industries Limited.................. 
INCOMeZ Del OLE INCOM LAXCS +15 Ave carers eters ee eee A Se Gras Sustdioie eee 
aXS OmminGOMIG (NOLES ices. ioe tee see tes oe ae age hae a caren Sa 
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Earnings per common share after preferred dividends................ 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
for the year ended December 31, 1973 


(in thousands of dollars) 


RETAINED EARNINGS AT BEGINNING OF YEAR.................. 
Add: 

Memincome 1OltnO. Veal mawies) «eon ap uranetiee. 6 see ame wate ke Mie Aiee nour sus 
Net adjustment resulting from accounting changes.................. 


Deduct: 
Dividends— prelemocshareS ac cows vxiwrecd oa 6 ahah con Ghat ye eerste eigerereie 
= COMMNMOMES MALGS Bese oe eS & RAN ties ERE Sorte arid aomt eee ae ae 


RETAINED EARNINGo AT END OF YEAR: fice: s. rice es eater tere a = 


1973 1972 
$51,257 $47,467 
46,806 42,373 
4,451 5,094 
1,092 eG 
556 63 

14 — 

96 363 
1,758 1,542 
2,693 3,552 
170 101 
2,863 3,653 
1,128 YI2Zs 
$ 1,735 $ 1,930 
$ 4.60 $ 5.14 

1973 ie Wes 
$10,612 $ 9,462 
1,735 1,930 
_— 457 
12,347 11,849 
94 o7 
1,160 1,140 
1,254 W237 
$11,093 $10,612 


SOMERVILLE INDUSTRIES LIMITED and its wholly owned subsidiaries 


CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT DECEMBER 31, 1973 


(in thousands of dollars) 


CURRENT ASSETS 1973 1972 
Castes outs cto fe ee Pee $ 7 $ y/ 
Accounts receivable (note:2)i.2 5 22siec)0ae ane ee ree 7,040 5,265 
Inventories: (Note) .u2°5. 7.24 .e eos ota tee eee eee 11,629 10,030 
Prepaid Expenses .. fee 65 2 cas Sk ote ys ee eee 386 302 

19,062 15,604 

CURRENT LIABILITIES 
Bank‘ AdVances® amis. wee he dete sone eens een See are 1,639 1,842 
Accounts payable and accrued liabilities (note 2)................ 3,472 2,188 
Taxes. payable «cco ss ay Sore ae Ss Se ee ee ee 186 568 
Dividends payable ss itci a fee ee ec 23 24 
Advance-from affillated:company.csa..9.9sue ee ee ee eee — 5,000 
Long term debt payable within one year..................0000- — 234 

5,320 9,856 

WORKING CAPITALS... occ: cts 2 cutee, cee ee ee 13,742 5,748 

SINKING FUND RE PREFERRED SHARES— 
government and industrial bonds at market 

values. (cost: ST21, 141.) 3 c:.2rec.c/5 nomena ae ee ee 100 102 

UNAMORTIZED DEBT FINANCING COSTS (note 1)............... 259 — 

INVESTMENTS—Shares in 50% owned company— 

Mastico Industries Limited—at equity value................. 410 390 

FIXED ASSEDRS: (mote.1) 3 nce acer hc nent cree 23,655 22,611 
Eess: Accumulated: depreciation: ..2.5> 42.42. ae eee 13,347 12,451 

10,308 10,160 

TOTAL ASSETS BESS CURRENT, LIABIEITIES@ ee oe eee 24,819 16,400 

LONG. TERM DEBI- (mOte8s ssa. Cs es ee eee 8,576 683 

DEFERRED. INCOME TAXES «(notes 1 )ijc oa cee tee ea eee ee 2,243 2,102 

10,819 Dalits) 

NET ASSETS (being Shareholders’ equity)..2. 2. 2.2.25.4. 450040608 $14,000 $13,615 

SHAREHOLDERS’ EQUITY 
Capital stock’(note4) aes an oie Si oe he $ 1,985 $ 2,081 
Retained earnings:(note:5).: 2... ae ee eee 11,093 10,612 
Excess of appraised value of fixed assets over cost............... 922 922 

TOTAE SHAREROLDERS® EQUITY Se \ ee ee $14,000 $13,615 


On behalf of the Board: 
J. G. Church, Director 
|. A. MacDonald, Director 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
for the year ended December 31, 1973 


(in thousands of dollars) 


SOURCE OF FUNDS: 1973 1972 
From operations— iN) a 
NeMINCOMIETOmERehy CAL ie amen Gite. itso uae eo arrardd betes te abe ed & $ 1,735 Se oso 
Charges to income not resulting in an outlay of funds— 
DC OLeClallO Imm men pean ti Niee ees one RET wee Coe eS Ae oe Aes 1,092 1,116 
DelemeaginicOment axe ser macs ta tact con ou. os ates eames is beaks 141 (161) 
Amortization of debt financing COStS. :....44...-.cue0e ens oe ws 14 — 
2,982 2,885 
Proceeds from Series A debenture issue. ......... 000 c eee teens 8,000 _ 
10,982 2,885 
APPLICATION OF FUNDS: 
Purchase of fixed assets (net of disposals)................00005 1,240 542 
Purchase of preferred shares for cancellation................00. 96 34 
DIVIGENGS:tOrsmal CMOlGElIS.o8 1.5 ote ce Cm et a fe ows aes Bite iain es 1,254 de2 O77, 
REGUCHOME OMG steline Ce Dien ses eaten soe sete fects. cea ward SkON lee 107 264 
Debt financing costs related to debenture issue...............4. 273 — 
SSCIIGIEVENPCRIIS@ MICE eae ye ett ry raed umn abr Paar ale iy: tomer HA cache fase gs ob aie 18 2 
2,988 2,080 
IRGELeAaSerInEW OLIN Capital me sruentee patete ad operate tlt cant se ent adore nee ne eas 7,994 805 
WGKkiIng. capital abeGinMming Of. Veal. «sets end cease aa. clemson 5,748 4,943 
WORKINGSCAPITVAISAT END OE VEARR ss mp s.60 fee's ane co ere eacees $13,742 $ 5,748 


AUDITORS’ REPORT 
To the Shareholders of Somerville Industries Limited: 


We have examined the consolidated statement of financial position of Somerville Industries 
Limited and its wholly owned subsidiaries as at December 31, 1973 and the consolidated state- 
ments of income, retained earnings and source and application of funds for the year then ended. 
Our examination included a general review of the accounting procedures and such tests of account- 
ing records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position of the 
Companies as at December 31, 1973 and the results of their operations and the source and 


application of their funds for the year then ended, in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year. 


London, Canada CLARKSON, GORDON & CO. 
January 15, 1974 Chartered Accountants 


SOMERVILLE INDUSTRIES LIMITED and its wholly owned subsidiaries 


NOTES TO CONSOLIDATED STATEMENTS 


1. Accounting policies: 


Principles of consolidation 

The consolidated financial statements include the accounts of Canadian Folding Cartons Limited and Somerville 
Automotive Trim Limited. The business formerly conducted by these wholly-owned inactive subsidiaries is now 
being carried on by the Canadian Folding Cartons Division and the Somerville Automotive Trim Division of 
the Company. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 

1973 1972 
Raw materials, goods in process and supplies...................++++++--+ $$ 7,483,886 SED 2743 
Finish€d) GoOdss.gses ac.e00 2 Sad cdi atesaie oat aa Ih adeke aie eee amon ee eee Ret 4,144,797 4,856,934 


$11,628,683 $10,029,677 


Unamortized debt financing costs 

Debt financing costs related to the 84% Series A sinking fund debentures are being amortized over the twenty 
year term of the issue on a straight line basis. 

Fixed assets and depreciation 


Buildings and equipment are stated at cost except for buildings owned in 1951 and equipment owned in 1955 
which are stated at depreciated replacement values in accordance with appraisals made in those years. Other 
fixed assets and additions subsequent to the appraisals have been shown at cost. 


1973 1972 
Landiand-buildiinig says rasrcast cena cue ctx ea ne ea ee een ar $ 6,093,971 $ 6,080,303 
Machinery:and equipmentscses a ucnencic scotch ee are ice eee nae 17,561,346 16,530,855 


$23,655,317 $22,611,158 
Depreciation is provided on a straight line basis over the estimated useful lives of the fixed assets. 


Income taxes 


Deferred income taxes arise as a result of claiming capital cost allowances for tax purposes in excess of de- 
preciation included in the Company’s costs. 


2. Accounts receivable and accounts payable: 
Included in accounts receivable is an amount of $447,354 owing from, and in accounts payable an amount of 
$121,892 owing to affiliated companies. In 1972, the amounts were $387,597 and $36,486 respectively. 


3. Long term debt: 
1973 S72 
Debentures outstanding awe rae 
8%4% sinking fund debentures Series A due April 1,1993................ $ 7,900,000 — 


First mortgage bonds outstanding 


5%% sinking fund bonds Series A due October 15, 1973................ — $ 234,260 
6% sinking fund bonds Series B due June 15, 1977..............00000. 676,000 683,000 
8,576,000 917,260 

Eessipayableswithinsone veatausaraniia ci tere irc sis iencnckarca iene nee eae “= 234,260 
Totalslong-termndebtz... 9s cami, a eee oe eee ee $ 8,576,000 $ 683,000 


The first mortgage bonds are secured by a first fixed and specific mortgage and a first floating charge on the assets 
of the Company. 


During the year the Company issued $8,000,000 8%% Sinking Fund Debentures Series A, for an aggregate 
consideration of $7,808,000 which, after deducting all costs of issue, was reduced to $7,727,000. Under the 
terms of the Trust Indenture these debentures are secured by a floating charge on the assets of the Company 
subject to the prior charges securing the first mortgage bonds. The Company repurchased for cancellation $100,000 
of these debentures during 1973. 


Aggregate sinking fund requirements during the next five fiscal years are as follows: 1974—Nil; 1975— $100,000; 
1976—$176,000; 1977— $700,000; 1978— $100,000. 


. Capital stock: 


Number of shares Amount 
1973 1972 1973 1972 
Preferred cumulative, redeemable shares, 
par value $50 each, issuable in series 
AUTH ONiZECh caecum aa re em aie Pitaci pases 100,000 100,000 
Less purchased for cancellation................ 7,431 5,494 


92,569 94,506 


Issued and outstanding— 
$2.80 sinking fund cumulative preferred shares, 


1953 series, redeemable at $51 per share........ 32,569 34,506 $1,628,450 $1,725,300 
Common shares without par value 
AUTH ONiZOCiammens ote ney oe ce tec ocir ae ea een Oia 500,000 500,000 
issuedkandsoutstandingaer rs weary eaeiene eit ieee: 356,300 356,300 356,300 356,300 


$1,984,750 $2,081,600 


. Retained earnings: 
Retained earnings include an amount of $96,850 set aside as capital surplus in connection with the redemption of 
preferred shares as required by Section 62 of the Canada Corporations Act. 


. Long term leases: 
Long term leases entered into by the Company extend into the year 1988. Under the terms of such leases, the 
aggregate rental amounts to $1,868,595. The maximum annual rental payable thereunder for the years 1974 to 
1978 is $154,666. 


. Statutory information: 
(a) Remuneration of directors and officers 


1973 1972 
NUMbBerMORGIFECLONS saerna -yotsachcuemce ee eee ens Pedro nce tear eetoian ecto nee oe ote annibe sabtene % 6 6 
Aggregateiremunerationias CinectonSereae mcatientemnia wich alens ora a cas cei ainaia oi siew a Gy 4 c= Nil Nil 
NUmbenmosotlicersm rents mcr ree icere erare chee Gils eastern ricas cethiais oe ene 5: 3 
AggregateyremunerationasioiticerSemree oie eene ase ciel el iaineton asin oneicl cr. eerie $152,455 $142,364 
Numberohofiicers whorareicitectorSie serene ren eee ee eer aye cue elie sicuisens 3 3 


(b) Classes of business 
In the opinion of the directors, the classes of business contributing in excess of 10% of sales were as follows: 


Amount Percentage 
1973 1972 1973 1972 
Packaaing seein tes he ee © hs ws aud $36,456,387 $33,124,435 71.1% 69.8% 
Automotive proGuctScma eure usin ie eons cheer 6,802,231 7,706,022 13.3 16.2 
Oth Cremer saree crane ee rete cee Tete tts as 7,998,575 6,636,519 15.6 14.0 


$51,257,193 $47,466,976 100.0% 100.0% 


SOMERVILLE DIRECTORY 


Head Office and London Division 
P.O. Box 5760, Terminal ‘A’, London, Ontario 


Winnipeg Plant 
1885 Sargent Avenue, Winnipeg 21, Manitoba 


Consolith Division 
865 Hodge Street, Montreal 379, Quebec 


Canadian Folding Cartons Division 
188 Cartwright Avenue, Toronto 19, Ontario 


Automotive Products Division—Scarborough 
20 Bertrand Avenue, Scarborough, Ontario 


Automotive Products Division—Windsor 
2744 Edna Street, Windsor, Ontario 


Somerville Automotive Trim Division 
2744 Edna Street, Windsor, Ontario 


Merchandising Services Division 
11 Lesmill Road, Don Mills, Ontario 


Games Division 
P.O. Box 5760, Terminal ‘A’, London, Ontario 


Somerville Plastics Division 
376 Orenda Road, Bramalea, Ontario 


Sales Offices situated at all manufacturing divisions and at the following locations: 
Guelph: 21 Oak Street (P.O. Box 331) 

Moncton: P.O. Box 1106 

Peterborough: 166 Brock Street (P.O. Box 325) 

Truro: 545 Prince Street (P.O. Box 458) 


Agents from coast to coast 
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